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H. EVALUATION ABSTRACT (do not exceed the space provided) 

toThis end-of project evaluation of the Enterprise Development Project (EDP) was conducted assess EDP's 

success in helping establish MIDAS as a largely self-sufficient provider of services to SMEs in Bangladesh; and its 

significance in contributing to the establishment and growth of SMEs enterprises in the country. The evaluation team was 
post-EDP, and to USAID/B regardingasked to provide recommendations to MIDAS to ensure its sustainability 


implementa'ion strategies for the remaining project life, and for future initiatives in SME development.
 

The project has been successful in assisting in the establishment of MIDAS as a large:y sustainable institution. 
1993 fiscal year. However, this sustainability isMIDAS achieved financial sustainability in the first six months of the 

percent of the portfolio is at risk, and delinquent payments represent 64 peccent of thefragile, given that as much as 81 
outstanding portfolio. MIDAS's target-group has shifted from microenterprises to a more affluent and price-sensitive 

This may negatively affect MIDAS's credibility and imagegroup of 	small and medium enterprises over the project life. 

with donors and constituents and future income prospects, 	 given the ability of the SMEs to tap other sources of finance 

as a credible provider of consulting and technical services,based on cost. MIDAS has successfully established itself 

although quality has declined recently. Internal management and procedures have progressed significantly from the 199C 

evaluation, but continue to be centralized, 	with high staff turnover persisting as a problem. 

The key 	 recommendations to MIDAS are to continue to improve loan collections and delinquency control, use 
cover probable losses, charge

standard definitions of delinquency, develop a more realistic and larger bad debt provision to 

maintain fund values, target a portion of the portfolio to micru.nterprises, improve thd quality of
interest rates that 

mechanisms recommended in
technical and consulting services, and strengthen internal management procedures through 


the report.
 

1. Evaluation Costs 
1. Evaluation Team 

Source of FundsName Affiliation Contract Number OB Contract Cost OB 

TDY Person Days TDY Cost (US$)
 

Project
Mohini aihot ra DAI DIIR-5448-Q-61- $98,500 


John Magill DAI 9081-00
 

o 	 James Packard 
Winkler DAI 

M.H. Nurul Ilaque DAI 

2. 	Mission/Office Professional 3. Borrower/Grantee professional
 
Staff Per.,on-Days (estimate)20
Staff Person-Days (estimate) 30 

/ 



ATTACHMENT 

Section E: Action Decisions 

Actions Required Action Agent 

Date Action 
to be 
Completed 

1. MIDAS should determine its marketing 
strategy and identify donor and private 
sect.or priorities and interests which 
parallcl MIDAS's own objectives. 

MIDAS MD 
RBigelow 
NHossain 

3/31/94 

2. MIDAS should continue to make 
improvements in loan collections and 
delinquency control. 

MIDAS 9/30/93 

3. MIDAS' Board should increase its 
roles in strategic plaming, standard 
setting and performance monitoring, and 
divest responsibility for project 
review and approval to MIDAS 
management. 

MIDAS 9/30/93 

4. MIDAS should install a fully 
operational MIS and provide 
professional managernent to oversee 
MIDAS' use of it. 

MIDAS 9/30/93 
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J. SUMMARY OF EVALUATION FINDINGS, CONCLUSIONS, AND RECOMMENDATIONS (Try not to exceed the 3 pages 
provided)
 

Address the following items:
 

" Purpose of activity(ier) evaluated • Principal recommendations
 
" Purpose of evaluation and Methodology used @Lessons learned
 
* Findings and conclusions (relate to questions) 

USAID/Bangladesh April 29, 1993
 
Mission of Office: Date this summary prepared: 

End of Project Evaluation Enterprise Development
Title and Date ofo FullFllEalatonReot:-]:=Evaluation Report: e BangladeshTilean Dt J t '-]-.---

Purpose of Activities Evaluated 

The Enterprise Development Project (EDP) is implemented through a Cooperative Agreement with the Micro-
Industries Development AssistaInce Society (MIDAS). Its goal Is to contribute to the development and growth of the Small 
and Medium Enterprise (SME) sector. This was to be achieved through strengthening MIDAS's capabilities to extend 
financial, managerial, and technical support to promising SMEs, and to serve as a dynamic force for SME growth on a 
largely self-sustaining basis. 

Purpose of Evaluation and Methodology Used 

The purpose of this evaluation was to assess EDP's success in helping establish MIDAS as a largely self-sufficient
 
provider of services to SMEs in Bangladesh; and its significance in contributing to the establishment and growth of SMEs
 
enterprises in the country. The evaluation team was asked to provide recommendations to MIDAS to ensure its
 
sustainability post-EDP, and to USAID/B regarding implementation strategies for the remaining project life, and for future
 
initiatives in SME development.
 

Original),, planned as an interim evaluation, this evaluation was conducted as an end-of-project evaluation as well,
 
since it was in thd project's final year. The team used a participatory evaluation approach already instituted by USAID/B
 
prior to the team's arrival in-country. The methodology Included a document review of the literature on MIDAS and SMEs
 
in Bangladesh; nterviews with MIDAS staff; a structured sample survey of 16 MIDAS-assisted enterprises; structured
 
interviews witn Bangladeshi bankers, GOB officials, private entrepreneurs, and representatives of business chambers and
 
donor agencies knowledgeable about MIDAS; and weekly briefings with USAID/B staff.
 

Findings and Conclusions 

Strategic Position and Market Niche. Since the inception of EDP, MIDAS has shifted its primary client from 
microenterprises and very-small-scale firms that lack access to formal sector financial iesources, to a larger-scale, more 
affluent client group. The implications for MIDAS's long-term sustainability are that MIDAS is increasingly serving a price
sensitive clientele, with access to alternative and often cheaper sources of finance than MIDAS can provide. This has Ic 
MIDAS to lower interest rates, which will have a negative impact on future revenues. Second, the client group that 
MIDAS now serves is not a priority for many of the donor agencies; the donor community may conclude that MIDAS is 
not an appropriate institution to support or collaborate with. 

Financial Pwrformance. The EDP has been largely successful in achieving its intended purpose of institutional 
stren(jthening of MIDAS. MIDAS's level of operating self-sufficiency rose from 51 percent in 1990 to 88.4 percent in 
1992. Conservative projections for 1993 show that MIDAS is largely self-sufficient. 

However, MIDAS's financial status is fragile. As much as 81 percent of the portfolio is at risk, and delinquent 
payments represent 64 percent of the outstanding portfolio. The practice of refinancing loans gives the incorrect 
impression that MIDAS has a strong portfolio as reported delinquency rates are low. MIDAS has a recovery rate of less! 
than 10 percent on the portfolio, and the current portfolio is worth 35 to 40 percent of its original value. Over the past 
five years, the loan portfolio has decapitalized by about 27 percent per year in real terms, largely due to the high rate of 
delinquency.
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Credibility. MIDAS has demonstrated the ability to compete effectively in the consulting business - consulting 
revenues contributed 43 percent to total revenues in 1992. However, competitiveness in winning proposals has declined 
recently due to high staff turnover, reduced staff levels based on staff consigned to BASC, and over-reliance on 
permanent staff and underutilization of external consultants to perform consulting jobs. 

Internal Manarement. MIDAS has matured and made impressive strides in becoming a more systematized 
institution since the 1990 evaluation. It has streamlined operations to minimize the duplication of functions across 
departments, prcgressed in developing specific computer-based information functions, and improved cost-effectiveness 
and efficiency in revenue generated by staff member. 

C,
 

V.eaknesses in the organization include a centralized management with decision making concentrated within the 
Board of Directors and the office of the Executive Director. The board ;sexcessively involved in operational rather than 
strategic managernent. MIDAS continues to be plagued by high s:aff turnover, and lacks a monetary staff incentive 
system and adequate performance evaluations. The MIS has certain deficiencies, the most important being that it is not 
providing management with the information needed to run the organization efficiently. 

Project Contribution to SME Development 

The prcject has had a limited impact on the growth of the small enterprise sector in Bangladesh. At the same 
time, it was unreasonable to assume that a small project like this would have a significant or measurable impact on overall 
investment levels in the context of the Bangladeshi economy. The Project Paper also estimated that 80 percent of MIDAS
assisted new businesses would become successful - a success ratio far exceeding the norm for small business start-ups 
in the rest of the world. 

However, it is important to note that the employment generated by the EDP was additive rather than substitutive. 
There were indications that businesses assisted were creating backward linkages to small firms in the country, as 
envisioned by the Project Paper. 

Recommendaticnrs to MIDAS 

Strateic Positioning. MIDAS must position itself strategically - it should select and cultivate the market niche(s) 
it aims to serve, based on rational criteria of the effective demand for services, competition, donor priorities, institutional 
capability, and profitability. 

The evaluation team recommends strongly that MIDAS target a portion of its loan portfolio towards
 
microenterprises that would receive loan sizes of $1,285 to $5,140. This market is less interest-rate sensitive, has
 
typically better repayment rates than larger firms, and is more consistent with donor priorities in the country.
 

Financial Sustainability. With regard to financial sustainability, the most important single action that MIDAS 
needs to take is to continue to improve loan collections and delinquency control. Others measures are to use standard 
definitions of delinquency; develop a more realistic and larger bad debt provision to cover probable losses; and charge 
interest rates that cover the cost of funds, the inflation factor, administrative costs, and losses to maintain fund values. 

Credibility. To preserve its credibility, MIDAS must better assess the market to define targets for its services, and 
make services more responsive to market demand. The quality of consulting and research services should be further 
improved by increasing staff capacity, using qualified external consultants to complerrent staff resources, and refining the 
quality management system in place. 

Internal Nvlanaciement. MIDAS needs to improve internal management in the following four ways: (1) Clearly 
separate the functions of the board and management - the board should concentrate on strategic planning, establish 
performance standards and measurable targets, and monitor performance, while management should execute MIDAS 
activities; (2)decentralize the management structure with increased accountability and autonomy at the operational 
levels; (3)improve personnel management by instituting performance-based evaluations with well-defined criteria, and a 
monetary incentive program; and (4)develop a functioning MIS, through hiring a full-time MIS director to oversee and 
direct the planning, design, and implementation of MIS functions. 

/
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Recommendations to USAID/B 

to MIDAS. MIDAS has a loan portfolio that would, 
not provide further direct operational subsidiesUSAID/B need 

if collections were increased, fully cover all operating expenses. Future USAID/B support to MIDAS should be in ,he form 

and USAID/B. Further 
funding for specific programs or activities that are mutually agreed upon by MIDAS 

of and 
be conditioned upon the presentation of a pending portfolio of qualified loans, 

disbursement of the loan funds should 


upon continued improvements in principal recoveries and interest income receipts.
 

in strategic planning,with technical assistance and training
The team recommends that USAID/B provide MIDAS 

and methodologies. These 
MIS development, and microenterprise development techniques

loan portfolio management, 
wishing to receive such assistance. 

services should be provided contingent on MIDAS 

Lessons Learned 
implementation,pertaining to prcject design,

EDP are relevant to general issues
The lessons learned from 

and SME project components.monitoring and evaluation (M&E) 

and must incorporate the flexibility to revise 
must be based on sound assumptions,

Desirn. A project design 
should be based on firm knowledge 

o f the target
untenable. Designsthe assumptions if they prove need to beboth the design and other methods. Indicators and targets

rapid reconnaissanc, or 
market, 0ained thrrough baseline surveys, 

of the project's performance and objectives. 
a relevant measure 

explicit nd objecti'.,ely verifiable and should provide 

must invest the tostaff resources 
as good as its implementation. USAID/B 

'rnm)h~nzent-tiom. . project is only advisor, and a USAID/B officer to 
a long-term projectshould have had 

manage its projects effectively. This project 
technical assistance and supervision are key elements for 

Adequateand help implement the project.
supervise, gu:de, 
project success. 

ensure the success of complicated projects. 
Active project monitoring and supervision are important to 

and thusMSE. - to check performance against projections to 
used as a e-planning tool

Franework should be planning or remedialThe Logical 
implicit assumptions and to identify needs for revised 

of both explicit and
validate the veracity 

and revised periodically in light of reality.
actions 

it must invest the resources and time at 
impact from its interventions,to determinewants to be ableIf USAIDiB3 to be conducted. 

project start-up to develop an information system that would allow this analysis 

programs that aim to 
New business development is dn inherently risky activity, and 

SME Proitct Cornoonents. risks need to be recognized, and realistic
Thesefailure themselves. 

assist start-up businesses have a high 
or extraordinary measures to minimize loss risk of must 

the risk - acceptance of higher loss rates 
for managingmechanisms 

built into the project projections and planning.
be 



K. A-rACHNIEjJTS (ULI attachments submitted with this EvaluaUor. Summary; alwayL attach copy of full -~PAGE 6 
evaluatlcn report, oven It one was submitted earlier) 

1. MIDAS conmments ?a AES, 3/6/94 

2. MIDAS letter toF 	 the Mission Director, 1/6/94
 

3. Final Evaluation Report, April 1993 

L COMMENTS BY MISSION, AJDfW OFFICE AND BORROWEn/GRANTEE 
This evaluation was conducted at the end of tie seven-year Enterprise Development Project (388-0066).total, USAID/Dhala has provided over 	 In

eleven 	years of support for MIDAS activities (1982-1993), during whichMIDAS evolved from a fledgling donor creation working principally with NGOs to a sustainable developmentfinance 	institution. Since tie evaluation, and during the finaJ months of the project, MIDAS completednumber of actions that have strengthened the organization 
a 

Accomplishment 
and largely put it in compliance with the evaluation.of these actions is a neasure cf the 	established institutional strength of MIDAS. To thedegree 	that the 1993 evaluation recommendations gave impetus to many of the actions, the Mission andMIDAS found it extremely useful. The most significant actions included: 

o 	 Development of a promising new Micro Industries Development Initiative (MIDI) which targets small(often women-run) businesses with non-collateralized lotas in the TK 50,000 - 200,000 range. 

o Completion of a feasibility study of Micro Enterprise Credit Guarantee Scheme (MECGS) targeting
0 credit to small firms, and seminal participation in a national seminar on developing a loan guaranteescheme 	in Biigladesh. Shortly 	after the seminar, the BDG announced creation of a similar scheme. 

o 	 Adoption of a policy 	to lower interests rates and decrease collateral requirements to increase MIDAS's
conpeitive ess in offering lons to small businesses. 

o 	 Developnierit of a fully integrated MIS which brings the accounting, commercial and development vings
of MIDAS into closer c:operation. 

0 	 Inprovement in loan 	appraisal procedures, with greater attention to assessment of the credit-worthinessand "character" of loan applicants coupled with up-front insistence on loan repayment.
 

o 
 Improvement in consulting services through stricter quality control of in-house and external consultants,
plus publication of a series of highly relevant business opportunity studies. 

o 	 Improvement in the 	business library and information services to make MIDAS resources more attractive 
to users. 

o 	 Management tniining for staff in a variety of U.S. and third-country programs completed.was 

0 The Board of Directors has delegated responsibilities for the decision making processes to the ChiefExecutive, and the 	Chief Executive to MIDAS staff further down the management hierarchy.
 

While MIDAS and USAID can be proud of a 
successful joint effort in institution building and in achieving anmeasure of sustaizi-abifity, MIDAS lacks tie capital to make full useAdditional sources of capital 	
of its lending capacity and excellent staff.are needed from banks 	and/or donors. Although direct funding has ended,USAID/Dliaka is committed to helping MIDAS achieve its potential by encouraging other donors aid membersof the private sector to provide support to MIDAS and to use its capabilities. 
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Ref: 	 M/MD/USAID/ i 

March 6, 1994 	 -- M. 

Dr. Ross E. Bigelow 31i-H'i
 
Ch ief
 
Private Enterprise Division
 
Office of Economics and Enterprise
 
USAID Mission
 
Baridhara, Dhaka 

Dear 	 Dr. Bigelow, 

The Activity Evaluation Summary (AES) pertaining to the evaluation 
of MIDAS carried out by DAI in 1993 sent under cover of your letter
 

no. 0189 dated February 22, 1994 was to hand on February 27, 1994.
 

The entire document has been reviewed as desired. I have also 

signed at Section-G on the face sheet. We endorse the comments set 
forth at Section-L on behalf of USAID and MIDAS. However, on the 
Evaluation Abstract at Section-H and summary of Evaluation 
Findings, Conclusions and Recommendations at Section-J, we would 

like 	put on record the fol lowing:
 

1) 	 The statement "MIDAS has successfully established itself as a 
credible provider of consulting and technical services, 

although quality has declined recently" is indiscreet and 
self-contradictory. In fact the quality of MIDAS services is 
improving continuously and there is no question of its 
deci ining. It appears that the evaluat ion team was unduly 
influenced by the exasperated remarks of certain disgruntled 

elements, who bore a grudge against MIDAS for either having 
fai!ed to secure loans for projects not considered bankable by 
MIDAS or having been removed from service in MIDAS or having 
failed to secure some position in MIDAS for themselves or for 
their" relations. 

2) 	 The concern expressed about the financial status of MIDAS is 
unrealistic. The team did not take into consideration the 
peculiarity of the macro-economic situation in Bangladesh and 
the developmental goal of MIDAS, while analyzing its loan 
portfol io. They placed MIDAS in the position of a commercial 

Continued ... P/2
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bank in the USA in their evaluation. Their approach was
 
absolutely Draconian. In this country fai lure to make payment
 
of one or two loan instalments on the due date does not
 

signify delinquency in all cases. By providing additional
 
loans and revising repayment schedules, a number of projects
 
were bailed out of operational difficulty and made to perform.
 

So, such action cannot be considered improper. The quality of
 
the MIDAS loan portfolio is now much better than what has been
 

reported by the evaluation teamand it is improving every day.
 
The overal I recovery rate is now more than 60% and the rate of
 
recovery from the projects financed since July, 1991 is about
 

98%. Had the loan portfolio decapitalized @ 27% per year in
 
real terms over the past five years as stated by the
 
evaluation team, MIDAS would have gone out of existence by
 
this time. Fortunately the loan portfolio of MIDAS is fairly
 
strong and its financial condition, quite sound now.
 

With regards.
 

Yours sincerely,
 

Mahmoodul Haq
 
Managing Director
 



MICRO INDUSTRIES DEVELOPMENT ASSISTANCE AND SERVICES 
8 6094., 81 I17 FAX:Ba.04411188 

DHAJW.Il09, DANCLAD(SH, CpO COX 800, DHAKA.ICo TEL:816186., 
IIOUSENO. $ ROAD 16 (NEW. DH",'ON0, 

Ref: M/MD/USAID/
 

January 6, 1994
 

Dr. Richard M. Brown
 
Mission Director
 
USAID
 
Dhaka
 

Dear Dr. Brown,
 

Kindly refer to my earller letter'of November 10, 1993. We are
 

eagerly looking forward to your visit to MIDAS Head OffIce at
 

a.m. on January 31, 1994 tentatively, as 'givenme to understand by
 

Dr. Ross E. Bigelow over telephone.

to thumb through the brIef note we have

Meanwh lle, you may IIke 


for you, which Is enclpsed.
made out 


With regards.
 

Yours sincerely,
 

Mahmoodul Haq 
Managing Director 

Copy for Information to:
 

Dr. Ross E. Bigelow
 
Chief PriNate Enterprise Division
 
Office of Economics and Enterprise
 
USAID Mission
 
Barldhara, Dhaka
 

Encl: As above
 



MIDAS - PAST PERFORMANCE AND FUTURE OUTLOOK
 

.1.0 . GENESIS. 

,.I M1DAS was set. up in 1982 primarily to serve the NGOs by 

collecting, collating and disseminating information on 

technology and by providing technical assistance, training and 

otLer facilities for the development of small entrepreneurship 

and small scale industries in Bangladesh.' USAID assistance to 

MIDAS for the purpose was channelled first through the Asia 

Foundation under a Cooperative Agreement between USAID and the 

Foundation. Later under a new Cooperative Agreement concluded 

in 1983 between USAID and MIDAS the relationship of MIDAS with 

the NGOs was de-emphasized and stipulation was made for MIDAS 

to carry Out. a program for the development of industries in 

Bangladesh by tlhe provision -of loans, training, technical 

adv ice and other services directly to private firms and 

individuals attempting to establish or expand commercially 

sound businesses. The same purpose was rei terated in the 

Couperative ACyreement signed in 1987. 

2.0 MISSION AND MANDATE 

2. 1. In terrs of the Cooperative Agreements as well as the 

Memorandum and Articles of Association, MIDAS was mandated to 

accomplish mainly the following: 

Produce practical-oriented studies of small 

sectors having potential for growth. 

industry sub-

Provide 

institutions 

studies 

small enterprise development services to other 

in the form of feasibility studies, market 

and development consultancies. 

Collect 

topics 

interested 

and organize information on a wide range of 
useful for entreprerncurs and organizations 

in small enterprise development. 
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------------------------------ ----------------

_Ingand implementing"acon research by adap
C-.1II'y OLIt. 

(e.g. subassistanceenterprisemudeI.s ofconcepLual 
financing)venture capitalfranchising andcc.nL'racti1g, 

between micro,
linkage relationshipsand by Fostering 

medium enterprises.small and 

ofdevelopmentcourses for the 
Organize . training 


and business.
entrepreneurship 

extendindustrial projects and 
Identify and develop small 

in the form of loans 	 and 
to themassistance 

out of the Capital Loan Fund. 
financial 

equity 

and incubate Business Advisory
establishInitiaLe, 


Center (BASC).
Services 

of its own to provide
Develop instituLtional 	capabilities 

small enterpris'es for 	a
 
high quality services 	to
needec 


basis. 
to years on self-suStainableperiod of 15 20 

TERMS OF FUND UTILIZATION
 3.0 PERFORMANCE IN 


with USAID 
two Cooperative Agreements 	 the 

3.1 	 HIDOS implemented 
Industrial Project 

first one was signed in 1903 under Rural 

1987 under Enterprisesigned in
and the scond one 	 was 

The amounts received by MIDAS under the 
Develupment Project. 


were as follows:

I-wo CooperaLive Ag'eements 

2nd CooPerative
1st Cooperative

Agreement (US $) Agreement (US $)
 

5,799,628
1,591,400

Capital Loan Fund 

Ente rpr iseSma I I 	
548,100 1,156,095

ServicesDevelopeIIl. 

152,654
54,000

Eq.i prmen t 

Tr. ini ng, Evaluation 588,157
& Audit 	 ------------------------------------Technical Assistance 	 ---------------------------

7,696,534
2,193,500 
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Under the 1st Cooprative Agreement MIDAS had to refund an 

unutilized balance of Tk.6,631,735 from Capital Loan Fund. 

Under the Second Cooperative Agreement, MIDAS utilised the 

entire amount of $7.11 million provided against Capital Loan 

Fund, Small Enterprise Development Services and Equipment. 

But a portion amounting to $0.293 million out of the fund 

($0.508 million) allocated under Technical Assistance, Audit 

and fraining could not be utilized. It is to be noted in this 

connectior, that the utilization of fund under these line items 

was directly controlled by USAID. 

4.0 	 ACCOMPLISHMENT IN REAL TERMS
 

4.1 	 MIDAS has so far carried out 33 sectoral and sub-sectoral 

StLudies, 670 consultancies including 571 feasibility studies 

and 23 market studies and conducted 16 instances of action 

research. It has organized 44 training courses including 

seminiars and workshops and trained about 000 persons for the 

devwlopment of entrepreneurship, business, export marketing 

etc. HIDAS has also developed an-extensive collection of 

lit.eraLure and information on small enterprise development and 

its library services are well-used. MIDAS is the distributor 

oF World Bank publications and produces a monthly news-letter, 

distributing 3,500 copies to publicise recent studies,
 

investment opportunities, buyer interests and upcoming events.
 

'1.2 So far as credit services are concerned, MIDAS till November,
 

1993 developed and approved 195 projects and provided 140
 

project loans amounting to about Tk.300 million out of the
 

USAID Capital Loan Fund, MIDAS Reflow Fund and the funds
 

ieceived from the Ford Foundation and Swiss Development
 

Cooperation. Credit services include-not only identification,
 

screening, development and financing of projects but also
 

monitoring and recovering loans and extending technical,
 

managerial and marketing services to the projets financed as
 

and when required. nf the 140 loans, 32 loans (22.86% 

numerically) are on schedule, 40 loans (28.57% numerically) 
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are performing after some rephasing was allowed, 31 loans 

(22.l,4%numerically) have become problematic, 10 loans (7.14% 

numerically) are under the recently launched Micro Enterprise 

Development Initiative (MIDI) program and 27 loans (19.29% 

numerically) have been liquidated. The recovery rates of the 

aforesaid 5 categories of loans are 100%, 77.6%, 10%, 100% and 

97.8% respectively (Annexure-I). The small and micro 

enterprises developed and financed by MIDAS have created 

employment for about 11,200 persons directly and a larger 

number irJirectly. 

4.3 	 MIDAS was entrusted with the responsibility of initiating and 

establishing Business Advisory Services Center (BASC) through 

an amendment of its Cooperative Agreement with USAID effected 

in July, 1990. The responsibility has been duly discharged.
 

in October, 1993. BASC was incorporated as a company limited by 

guarantee qnder the Companies Act, 1913. It is now well-set 

to take off as a free standing and independent broker of 

services between requesting firms and service delivery 

institu tions as stipulated. 

4.4 	 'IDAS has made substantial ground during the last 11 years 'of 

its existence both in establishing itself as a viable 

institutiQn and in providing high-quality financial and non

financial services to small and medium scale industries. It 

has carved out for itself a solid niche in the business sphere 

of t e country. Thanks to USAID, MIDAS has physical resources 

in place to contirue its operation *and pursue its 

institutional goals. It has also a fine base of human 

resources with a corps of about 55 committed and dedicated 

professionals. Its consulting services are frequently and 

widely sought and paid for by a wide range of clients from the 

PLlbliC and the private sector. Its services' have been 

utilised by a number of international agencies in -the 

implementation of their enterprise development programs. As 

on June 30, 1993, MIDAS attained operational self-sufficiency 

of about 77%. All out efforts are being made to make MIDAS 
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fully self-sufficie.nt by the end of the current financial yeai
 
i.e. June 30, 1994. However, self-sustainability is 
relative and riot absolute concept and it would be simplistic 
to judge self-sustainabiliL.y without taking into consideratior 

tha scale of operations of the organization. 

5.0 PERCEPTIONS AND REALITY
 

5.1 GEMINI , in their End of Project Evaluation report, have 
observed that although MIDAS has earned a reputation for 
integri ;y, reliability and quality of service, its 
competitiveness in winning proposals for consultancies is 
on 
the decline and that it is attributable to high staff 
turnover, over-stretching of resources and charging oF 
overhead at a high rate in pricing services. It is true that 
MIDAS is now operating in a more. competitive environment-and 
has to hard-sell to win bids for consultancy jobs. However, 
the m-ain Iharndicap of MIDAS is not lack of initiative or 
effor'ts on the part of its professionals. The boot is on the 

other leg. Being an organization given to high standard of 
integrity and professionalism, MIDAS does not -compromise on 
objectivity or sacrifice transparency in business deals like 
some of the other consulting firms. This sometimes becomes a 
min-s point for MIDAS. The compensation package offered by 
MIDAiS to its professionals, though better than that of the 
public sector organizations, is lowe than that of many 
private sect.or companies and NGOs. So it is quite natural 

that. some of the MIDAS professionals would be attracted by 
other agencies. The fact that such agencies and organizations 

prefer candidates with experience in MIDAS in recruiting staff 
speaks of the high reputation enjoyed by MIDAS. Of course, 
some professionals leave MIDAS to seek jobs abroad, some to
 
set LIp enterprises of 
their own and some just to be housewives
 
after marriage. Nevertheless staff turn-over has not been too
 
grea.t a problem for MIDAS, as it 
never faced any difficulty in 
getting good replacements. In fact sometimes adverse remarks 

ag.inst MILA)S are passed by those who fail after having sought 
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some posi Lion in MI DAS for themselves o r for their relations. 

As regards, spreading resources too thin and high- pricing of 

services. MIDAS management is never too rigid in its policies 

and does make adjustments in deploying its professionals and 

SuL)miLtt.g financial proposals for consul tancy jobs, wherever 

necessary. 

5.2 	 The other strong perception referred to by GEMINI relates to. 

the loan portfolio of 'MIDAS. There is no denying the fact 

that the performance of a number of loans provided by MIDAS in 

the past has not been good. R.ut an analysis of the loan 

portfolio indicates that the performance has been quite
 

impressive in most of the cases, especially in the case of the 

recent onoe:. To quote from GEMINI's latest Evaluation Report 

"Recoveries on outstanding loans have improved during the past 

three years, because of improved-loan monitoring practices in 

effect. since the 1990 evaluation. This is reflected most 

vividly in the rapid increase in interest income (from 

Tk.4,190,200 in 1990 to Tk.8,638,900 in 1992)". The interest 

inc.ome in 1992-93 increased further to Tk. II,668,597. 'The 

overall recovery rate of MIDAS, though not very high, is 

considerably higher than that of the banks and other financial 

insLi tutions in the country in respect of term loans. 

Besides, lhere are cogent reasons for the low recovery of 

HIDAS loans in sonie cases. The achievement of MIDAS in the 

field of small indULstry financing can be better appreciated if 

the following facts are taken cognizance of: 

) 	 The mission MIDAS was req.ired to fulfil had two 

competing goals. On the one hand, MIDAS was supposed to 

play a promotional and developmental role nurturing 

commercial activities among otherwise disenfranchised 

YgroLpS who had little access to institutional credit. 

On the other hand, it had thu oLligation to graduate to 

the posi tion of a self-sustainable organization by 

serving commercial clients. 
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ii) Until recently .MIDAS did not have full freedom to 
approve .5< projects for MIDAS financing. Before 1986 
MIDAS had to obtain government approval for each loan 
after USAID approval, which extended the loan approv,l 

period by one and in some cases two years. 

iii) quite a few projects were taken up for financing 
according to the preferences/priorities set by the do-nor 
agencies, against the will oF MIDAS professionals and 
most of them have found place in the list of problem 
projec ts. 

USAge? 

0 " 4 

v. 

iv) MIDAS had to finance projects riskier than those usually 
entertained by banks and Financial institutions. 

v) The terms oF MIDAS lending were harder and. the interest 
rates of MIDAS loans were higher, and the MIDAS Board 
could revise them only in December, 1992. 

vi) During tlhe period MIDAS financed industrial enterprises, 
the, country was hit by a number of natural calamities. 
The overall environment also was not friendly, as it was 
characLerised by poor macro economic performance, 
declining rates in GDP growth and drops in investment 
r a Ls in marnUfacturing and vitiated by a default 
culture... 0 large number of internal factors that were 
difficult to predict also worked to make the Bangladeshi 
bu'.:i e'ss envitronfrent. worse. 

vil. MI)AS was badly handicapped by insufficient information 
arnd da-La base and inadequate legal protection against 
wilful default by borrowers. 

5.3. Another perception that is stated by GEMINI to have had 
(.uri-remcy is that 'MIDAS gives loans to affluent individuals 
and persons with connections to Board members or staff'. This 

is an unwarranted and tendentious observation. Of the 140 
loans provided by MIDAS so far, only 4 loans (2.86%) were 
sanctioned in favour of persons relAted to Board members. One 
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of these 4 loans has a~lready -been liquidated and the recovery 

rate 	was 100%. Two Ioons that have not yet been fully repaid
 

are most regular in repayment,. the recovery rate being !00% as 

was
against, the overall recovery rate of 59.8%. One loan 


disbursed in September, 1993 and instalments thereon have not 

yet become due. The implementation of this project is on 

and seek in the sanction of theseschedule. There was no hide 

projects, and this was done on full disclosure of. facts and 

strictly in accordance with Article-II (c) (3) of Attachment-2
 

of the Cooperative Agreement of MIDAS with USAID, which did
 

not bar anybody related to a Board member:- or staff from 

submitting project proposals to MIDAS or the Board from 

considering such proposals.
 

6.0 	 EXPERIENCE GAINED AND. LESSONS LEARNT
 

6.1 	 Over- the years MIDAS has not only establishud itself as a 

catalyst in the development of small enterprises in Bangladesh 

but. also gained valuable hands-on experience in research and
 

studies, information collection and counselling,
 

entrepreneurship development and project designing and also in 

project financing and loan monitoring. Particularly MIDAS has 

leai-nt a great deal about the character and behaviour patterns 

of entrepreneurs and acquired sufficient skill and competence 

Lo appraise project proposals realistically and .implement 

projects expeditiously. Some of the important lessons about 

industrial financing that have been learnt are: 

a) 	 Genuine entrepreneurs are more sensitive to quality of 

services in terms of both mode and time of delivery of 

loan fund than to the rate of interest or service charge 

Lhereon. 

b) 	 In general, small borrowers make greater efforts to 

repay loans than big borrowers and so micro enterprises 

deserve more favourable consideration for financing.
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c) 	 Equity participation or venture capital financing is a
 

losing game in Bangladesh and so should not be pursued. 

d) 	 Selection of entrepreneurs is more important than 

collaterization of loans 	in long term lending.
 

e) 	 Close'monitoring and supervision is sine q non tor the
 

success of industrial project financing.
 

f) 	 Loans provided to- persons with some entrepreneurial 
experience perform better than 
 those provided to
 

altogether new entrepreneurs. 

g) 	 Training and post-investment counselling do help
 

entrepreneurs who want to help themselves.
 

I1) 	 The main reason for loan default is lack of earnestness 

on the part of borrowers.
 

7.0 	 FUTURE OUTLOOK AND POSSIBLE AREAS OF COOPERATION WITH USAID
 

7.1 	 MIDAS is clearly on course in terms of institutional 

formation. It is well-equipped with human and physical 

resources and has a fairly strong capital base.
 

Institutionally and financially it is certainly viable. 
 But
 

MIDAS Board and management consider that just viability is not
 

good enough and the organization must make endeavour to 
operate not only as a going concern but also as a growing 
concern. In other words, MIDAS must continue to serve as a 
dynamic force for growth in the small and micro industries 
secLor by involving itself more deeply and more widely in the 
development and promotion of small and micro enterprises. The 

most important limiting factor in the achievement of this goal 

is inadequacy of resources on the one hand 	 and the peculiar 
standing of the organization on the other. MIDAS planned to
 

finance projects to the tune of Tk.635 million during its 
Third Five Year Business Plan period beginning from 1993-94 on 
the hope of getting necessary fund from USAID and other 

I 
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tho.. only source of fund now available to
 
agencies. 1However, 


financing new enterprises is the recovery of
 
MIDAS for 


of such
old borrowers. The amount
prinicipal loans from the 


than Tk.25 million per year
recovery is not likely to be more 


the existing personnel MIDAS can

in Lhe near future. With 


up to Tk.1O0

easily develop projects and disburse loans 


million annuaily. So, unless investible funds from other
 

the capability of MIDAS wouLd remain
 sources can be lined up, 


trying to get fund

grossly under-utilized. MIDAS has been 


Asian Development Bank,
from multilateral agencies like IDA, 


IFAD etc. But such agencies are required to route their
 

assistanco through the Government. The Government, however,
 

is hesitant in agreeing to allocating aid fund in favour of
 

is a private sector organization. Nevertheless,
MIDAS, as it 


as the said agencies have been
the Government as well 


their small and
to participate in
requested to allow MIDAS 


micro enterprise credit programs.
 

MIDOS also needs a'steady flow of consultancy assignments to
7.2 


make best use of its existing personnel. The demand for
 

research, survey and feasibility studies etc. from the open
 

assured. Without sufficient work, some of

market is hardly 


of MIDAS who have gained
the developmental practitioners 

at


experience,and expertise in this field may become otiose 


times. The offer of some consultancy tasks from development
 

partners like USAT( on a regular basis will be of great help
 

the institutional sustainability of MIDAS.
to 


by MIDAS to walk-in

7.3 The information service provided 


through its technical libraryentreprenle3urs and institutions 

and bimonthly newsletter is another important dimension of the 

of MIDAS. Th.e service has definitely adevelopmental role 

industrial promotion supermarket. But it does
value in the 


income enough to support itself financially.
not generate 


MII:AS would like to continue to provide this service with some
 

support frrom others. 

- 10



7.4 	 Training, especi.ally training for entrepreneurship and
 

business development is another activity in which MIDAS has 

acquired skill and excellence. There is ample justification 

for the continuance of this activity as well. But training is 

not always commercially viable in the situation now prevailing 

in Bangladesh. To carry on this activity MIDAS would need 

some 	fitlancial assistance from outside.
 

7:5 	 With assistance from USAID, MIDAS has been able to provide 
necessary training to its professionals for staff development. 

Staff training, however, should be a regular affair. MIDAS is
 

in a position to meet the expenses of providing training to
 

its professionals locally. But to arrange for their exposure
 

to foreign training, it needs aid from other agencies.
 

7.6 Being a pioneering private sector organization in the sphere 

of industrial investment and investment promotion, MIDAS can 

also play a trail-blazing role in certain new areas such as, 

credit insurance, credit rating etc. Credit insurance 

encourages lending to small enterprises. Consequent upon a 
study conducted by MIDAS the Government has already moved to 

inLroduce A credit guarantee scheme. Credit rating greatly 

helps the development of the capital market and facilitates 

indusLrial financing by banks and other lending institutions. 

In advanced countries and also in countries like India and 

Halaysia there are credit rating agencies to rate companies 

and Lheir debt ins truments. Credit Rating and Information 

Services Ltd. (CRISIL), Investment Information and Cradit 

Rating Agency (ICRA) and Credit Analysis and Research Ltd. 

(CARE) in India, BARHAD in Malaysia and MALOT in Israel are 

rendering very useful services in their respective countries. 

The establishment of a credit rating agency in Bangladesh 

would be of immentse benefit to its economy at this hour. 

MIDAS may spearhead an initiative to set up a credit rating 

agency in Bangladesh in association with renowned and 

experienced companies like 'Dun and Bradstreet (D&B) of the 

U.S.A. if some technical assistance from USAID could be had. 
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not survival, but
7.7 Thus the challenge before MIDAS now is 

robust operation and growth. From USAID's point of view it 

be a question of merely providing further aid to
should not 

it be a question of cooperating with anMIDAS, rather should 

they have sponsored, groomed, nurtured and
organization 

developed in. the exploitation of its full potential. In this
 

Board 	and management would request USAIDbackdrop the MIDAS 	 to 

in, among others, the'
 
consider cooperating with MIDAS 


following areas:
 

about 	$3 million for
 
i) Providing a soft-term loan of 


a
Boans 	 to small and micro enterprises over
providing / 


period of 3 years.
 

IFAD
ii) Introducing MIDAS to other agencies like IDA, 

ADB, 


etc. involving MIDAS in the

NORAD, SIDA, for 


implementation of their micro enterprise development
 

programs.
 

iii) 	 Awarding some sole-source contracts in favour 
of MIDAS
 

to carry out studiesor consultancy jobs annually.
 

a limited amount of grant-in-aid to enable 
iv) 	 Providing 

MIDAS to continue its information and training services. 

to its

Providing some assistance to MIDAS train


,v) 

professionals abroad.
 

to organizetechnical assistance to MIDASvi) Providing some 

in Bangladesh.
a credit rating agency 
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MICRO INDJSTRIES DEYELOFlii(T ASSISTANCE PVSD (MIMS)SERVICES 
SLI Y OF RECOVERY OF LOM REPAYMENT AND SERVICE CHARGE 

AS ON NOVEMBER 30 1993
 

---------------------------------. ... 
'No Loean 

..... 
AenouToalt,n Due .ynReeed rt' ' 

(iDunt in '000Taka) 

Prcjects Summery of Aant Disb S/Ch 
STotal"out 

... 
Received 

-
nt u- :Recovey,

rate =ount Over Due 

'Proj :Accrued Prin S/Ch Total Prin S/Ch Total Sted Prin S/Ch Total 
a - a_II . . a.. . . . a 

1: PROJECTS ON SCHEDULE , , a 
i.In Operation 

iUner Thiementa:on 
15 
17 

57016 
E7114 

56730 
79936 

19263 a 
2 53 0 

15464 
0 

30614 ' 
0, 

150 
0 

;'1 
0 

E4 
0 

0 
0 

oo. 
0.0t, 0 0 3 

To'a! 32 144!30 13656 22543 15150 15464 30614 !z150 i546; 30614 0 !o.: 0 0 0 

2':P.fJECTS REPfAYING AFTER REFziASEM hT 40 7 475 -- 6S051I 47 49 !1P57 a :3*-:2a 6- a 1 4 a 7.6-;aa a a a c 6.. aa a a7
 
- -- - --a-- a - - - a--- - - - a-  a------- a--	 --  - - --- ------- ------- a -- --
- -- - -- - - -~----. -- - - -- - 

3: 	PR33L-M PROJECS a aa
i.1' 0 23517 22566 !6102 10!71 96-4z,13 Io 2.... 1 . -6 1 

a L 13 a 6 7 24713 20662 !K$25 a 71!8 35343 a 40 6.7 a 1149 

.... i 17947 0631 1149001------ 5 700 -3-- -- - .44 	 --- -- ---- 0- --- ------ - - - - - --------1 	 7-,7
 

Tc.l 
 31 65442 64330 45254 :72032 31615 63707 2719 3 5 !:49 0.,' a74 1 a!5 a
 

4: 	eIDI PRJECTS 

5 &i555 5.. S .0 17 12 *7-. 2 2 a 0 03.31: 0 0 0 
.. UI:, E:. On5tat " !:7; 575 6 0 0 0 0 0 0 0 0..c: 0 0 0
 

To:aa !0 130; :530 16 17 12 *7
;.' i 1 29 0 i0....: 0 0:
 

5: P'ROjCTS 	 LIIUiDATED 27 -z719 27563 !1411 2753 1 i30 36571 27004 ; 9049 36053 1: =" , 0 0 
a aa" aal I a a a a l 

aGand 1 a 	 140 : 31595 330540 ;1 b-73i 8&678 75072 161750 54550; 42z 96775 Y*Z8 59.-: D0420 3--53 z-6-0---- ,---------- , = = = z=== 


